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House Bill 129 is introduced at the request of the Public Employees’ Retirement
Board, which supports its provisions.

HB 129 is a general revision/housekeeping bill. Throughout each biennium, the
Public Employees’ Retirement Board and their staff keep track of changes needed to
comply with federal tax laws so the retirement plans retain their status as a tax qualified
plan, issues that might need clarification, and provisions that can be implemented easier.
HB129 contains changes the Board considers necessary and appropriate in the
administration of the retirement systems.

You have before you a table that provides a section-by-section summary of the
changes. Most of the amendments can also be grouped to understand their impact.

» Compliance with federal tax law.

e Section 1 (p.1) is in response to a change in federal tax law requiring that
distributions greater than $1,000 be automatically rolled over to an IRA.
Rather than getting into the IRA business or locating IRA providers, most
(2/3) state retirement systems have reduced their mandatory distribution
amounts from $5000 to $1000. The Board is also recommending that
approach.

» Other amendments address service purchase and retirement system
membership.

e Section 2 (p. 2) is proposed to be amended to permit members to purchase
service from one MPERA-administered retirement system to another system
in the event a change in employment results in a change in a retirement
system. The cost of the service is the actuarial cost and had no financial
impart on either the original or the new retirement system.

SALEGISLATION\2007\GeneralRevisions\TESTIMONY\January 11, 2007.doc Page 1 of 2




e Section 19 (p.19) is similar to section 2 and applies specifically to members of
the Sheriffs’ Retirement System.

e Section 6 (p.8) clarified that university system employees who work less than
12 months a year are to be treated the same as school district employees who
work less than 12 months a year — they receive membership service for the
remaining months as that is considered “vacation time” for retirement
purposes.

e Section 7 (p.8) clarified that individuals appointed to unexpired terms of
elected officials have the same retirement membership rights as do the elected
officials.

e Section 11 (pp.12-13) is one of the more interesting proposed amendments.
As baby boomers retire, many are looking for ways to receive retirement
benefits while continuing to work in their area of expertise. The proposed
amendments to § 19-3-1106 clarify that public employees can not retire then
return to employment through a leasing arrangement or temporary services
arrangements, in order to avoid working retiree penalties. To permit
otherwise would eventually have an adverse actuarial impact on our
retirement systems.

» Defined Contribution Plan Amendment.

e At the request of the Legislative Auditor, the Board proposes to amend
Section 14 (pp. 13-14) to give new PERS members 12 months from the date
reported to PERS to determine whether to join the defined benefit or the
defined contribution retirement plan. Currently, PERS members have 12
months from the date of hire to make the election. However, since employers
do not provide the date of hire to the Board, the Board cannot start measuring
the 12 month election window until the members is reported by the employer
to the Board as a PERS member.

> Volunteer Firefighters Compensation Act.
e Section 26 through 30 contain amendments to the VFCA that conform with
the structure of the volunteer firefighting companies and how they conduct

business. The amendments have been reviewed and approved by their
associations.

The Public Employees’ Retirement Board urges your favorable consideration of HB
129, with the proposed amendment.

I will gladly answer any questions you have concerning this legislation.
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